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Global economy 
 

Measurement and interpretation of basic  
economic variables 



Basic economic variables 

• GDP 
 

• Unemployment rate 
 

• Inflation rate 
 

• Balance of payment 

 



GDP 
• Includes all outputs produced within a 

nation s boundaries in a certain year, no 

matter who owns factors of production 

used for production.  

 

– Gross national product 

– Nominal GDP x real GDP 

– Real HDP x potential HDP 

 



Gross Domestic (national) 

Product 
• Gross Domestic Product– total market value of all final goods and 

services produced within a nation s boundaries in a certain period. Prefered 
in EU 

• Gross National Product - total market value of all final goods and services 
produced by factors of production of national economic subjects in a certain 
period, prefered in North America 

• GDP (GNP) is also for comparion of national economy 

• Higher predicative ability has Nominal Domestic product – NDP or NNP 

• Nominal National product (NNP) – we get, by deduction of capital 
depreciation from GNP.  NNP is the sum of the household consumption, 
government purchases, net export and net investments. Net investments 
equals gross investment minus depreciation of capital (or depreciation of 
capital consumption). 

 



GDP Measuring 

- The expenditure method 

- The income method 

- The production method 



The expenditure method 

• With this method we find a usage of output, 

• GDP is possible to express by economic subject 

outputs by summary of the following items: 

– C = Household consumption expenditure,  

– IB = gross private domestic investment,  

– G = government purchases of goods and services,  

– NX = net export (difference between export and 

import).  

HDP = C + I + G + NX 

 

 

 



 

The income method 

 • We measure economic performance by household incomes that are 

got as the remuneration for services of their owned factors of 

production 

• If we sum up all that household incomes, we get variable National 

income, 

• Factors of production owners have this incomes: 

– Wage before tax (gross wage), a remuneration for labor, 

– rents, incomes for landowners,  

– Firm profit before tax (gross profit),  

– Net interest rate  (The difference between incomes that households get 

and pay), 

– Incomes from self-employment (incomes for using of factors of 

production except corporation, e.g. Firm profit of an individual owners. 

 

 

 

 

 



• Depreciation 

• Indirect taxes 

 

National product = national income + depreciation of capital + 

indirect taxes – production subsidies + net owners incomes 

from abroad 

 

Personal income (PI) = national income – firm taxes – 

undistributed profits – payment to social and healt insurance 

funds  + transfer payment + net interest rate 

 

Disposable income (YD) = personal income – personal income 

taxes 



The production method 

• Thanks to this method we can determine 

an economic output as a sum of all gross 

added values, that was created in an 

individual sectors of national economy in  

particular period; 

• To sum of gross added values we must 

add an indirect taxes  

 

 



The power of GDP 
GDP includes only goods and services that go through the 

market.  

Are not included: 

• Goods and services produced for own consumption and 

friends  

• Goods and services produced by underground economy 

– Grey market economy–  ec. relationships breaking ethical 

and moral standards; are on the edge of the law; bribery, 

moonlighting, etc. 

– Black market economy– ec. relationships breaking the 

law; punishable; robbery, theft, money counterfeiting, drug 

selling, etc. 

 



Not included in GDP 
• The Prosperity of the country indicator 

– It grows in the war and after the war, it is increased by catastrophy, 
divorces, crime, zvyšují ho katastrofy, rozvody, kriminalita, 
enviromental pollutin and it s reparation, houses demolition, 
unuseful contruction, more clerks etc.  

• The total economic performance indicator 

– There are two items missing: work for yourself and underground 
economy. 

• Work for yourself: sew a dress, grow vegetables, fix a roof. 

• Underground economy 

• The welfare indicator 

– Is connected with standard of living but it is not so clear. High GDP 
could be caused by arms equipment, low-quality goods and 
enviromentally harmfull goods etc. 

– GDP is only a result of labour, it does not say anything about costs 
needed for its production. 

 



Net economic welfare(NEW) 

It is and adjusted rate of total national product, that corrects 

some limits of GDP measuring. That the reason why is GDP 

adjusted of added and deductible items.  

Added items are: value of leisure, goods and services 

produced by underground economy, goods and services 

produced and used by myself, quality of goods and services 

etc.  

Deductible items are: enviromental damage, living in the city 

etc.  

NEW grows usually slower than GNP, but his growt is more 

steady. 



Unemployment rate 
Basic groups: 

1) Employed 

population, that has paid employment or self-employment (it 

includes people absented at work for a short time but with contract) 

2) Unemployed 

population, that has neither paid employment nor self-employment, 

but they look for a job actively and they are willing to start with some 

job immediately. People that are able and willing to work. 

= ecomically active population – labor force of the country 

3) others 

students, pensioners, disabled, housewives – if they do not meet the 

conditions of the previous groups. 

= economically nonactive population 

 



Unemployment measuring 

Unemployment rate (u) = U/L + U 

 

U….. unemployed  

L + U…..economically active (employed + 

unemployed) 



Components of unemployment 
• voluntary – not included in unemployed statistics  

• friction  - temporary   

• structural - system: e.g. Miner excess after closure of the mine in 

the region. The result could by requalification. 

• cyclic - is conntected with duration of an economic cycle. During the 

recesion is employed less people than in upturn.  

• seasonal - e.g. During the winter is employed more  managers of 

ski lifts than in summer, but during winter is employed less builder. 

Sometimes it is considered as a part of a friction or structural 

unemployment.  



Unemployment in EU 

Source: International Labor Organization 



Project MPSV for situation 

improvement in CR 

• Ministry of Labour and Social Affairs prepares now a project 

cofinanced from European money, where future graduates will get a 

job as a trainee in a firm, where they acquire work habits and get 

practical experiences and skills in a department, they study.  

• The project should includes an individual consulting focused on an 

improvement of skills needed for an entrance to a labor market.  

• The beggining of the project was planned to a February 2014  

 

 



Inflation rate 

- Consumer price index (CPI)  

CPI = Q0 * P1/Q0* P0 

 

- Producer price index (PPI)  

 

- Deflator of GDP 

Deflator GDP = nominal GDP/real HDP 



Balance of payment 

- Current account 

- Capital account 

- Financial Account 

- Errors and omissions 

- Foreign exchange reserves of the Central 

Bank 



Sources: 

• HYNKOVÁ, V. Makroekonomie I – pro bakalářské studium. 2. vyd. 

Brno: Univerzita obrany, 2003. ISBN 978-80-7231-578-9. 

• http://www.ecorp.euweb.cz/Platebni%20bilance.html 

• http://www.ssvos.cz/vos/stahuj/mater/infla.pdf 

• http://www.ceed.cz/makroekonomie/55-1_indexy.htm 

 

 

 

 

 

http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ecorp.euweb.cz/Platebni bilance.html
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ssvos.cz/vos/stahuj/mater/infla.pdf
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm
http://www.ceed.cz/makroekonomie/55-1_indexy.htm

